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Allocation of Wastewater Treatment Assistance: 
Formula and Other Changes 



Summary 

Congress established the statutory formula governing distribution of financial 
aid for municipal wastewater treatment in the Clean Water Act (CWA) in 1972. 
Since then, Congress has modified the formula and incorporated other eligibility 
changes five times. Federal funds are provided to states through annual 
appropriations according to the statutory formula to assist local governments in 
constructing wastewater treatment projects in compliance with federal standards. 
The most recent formula change, enacted in 1987, continues to apply to distribution 
of federal grants to capitalize state revolving loan funds (SRFs) for similar activities 

The current state-by- state allotment is a complex formulation consisting 
basically of two elements, state population and “need.” The latter refers to states’ 
estimates of capital costs for wastewater projects necessary for compliance with the 
act. Funding needs surveys have been done since the 1960s and became an element 
of distributing CWA funds in 1972. The Environmental Protection Agency (EPA) 
in consultation with states has prepared 14 clean water needs surveys since then to 
provide information to policymakers on the nation’s total funding needs, as well as 
needs for certain types of projects. 

This report describes the formula and eligibility changes adopted by Congress 
since 1972, revealing the interplay and decisionmaking by Congress on factors to 
include in the formula. Two types of trends and institutional preferences can be 
discerned in these actions. First, there are differences over the use of “need” and 
population factors in the allocation formula itself. Over time, the weighting and 
preference given to certain factors in the allocation formula have become increasingly 
complex and difficult to discern. Second, there is a gradual increase in restrictions 
on types of wastewater treatment projects eligible for federal assistance. 

Crafting an allotment formula has been one of the most controversial issues 
debated during past reauthorizations of the Clean Water Act. The dollars involved 
are significant, and considerations of “winner” and “loser” states bear heavily on 
discussions of policy choices reflected in alternative formulations. This is likely to 
be the case again, when Congress considers legislation to reauthorize the act. 
Because the current allocation formula is now more than 20 years old, and because 
needs and population have changed, the issue of how to allocate state -by-state 
distribution of federal funds is likely to be an important topic in debate over water 
infrastructure legislation. 
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Introduction 

Congress established the statutory formula governing distribution of financial 
aid for municipal wastewater treatment in the Clean Water Act (CWA) in 1972. 
Since then, Congress has modified the formula and incorporated other eligibility 
changes five times, actions which have been controversial on each occasion. Federal 
funds are provided to states through annual appropriations according to the statutory 
formula to assist local governments in constructing wastewater treatment projects in 
compliance with federal standards. Congress has appropriated more than $75 billion 
since 1972. The formula originally applied to the act’s program of grants for 
constructing such projects. That grants program was replaced in the law in 1987 by 
a new program of federal grants to capitalize state revolving loan funds (SRFs) for 
similar activities. The most recent formula change, also enacted in 1987, continues 
to apply to federal capitalization grants for clean water SRFs. 

The current state -by- state allotment is a complex formulation consisting 
basically of two elements, state population and “need.” The latter refers to states’ 
estimates of capital costs for wastewater projects necessary for compliance with the 
act. Funding needs surveys have been done since the 1960s and became an element 
for distributing CWA funds in 1972. The Environmental Protection Agency (EPA), 
in consultation with states, has prepared 13 clean water needs surveys since then to 
provide information to policymakers on the nation’s total funding needs, as well as 
needs for certain types of projects. Legislation to fund water infrastructure projects 
is on the agenda of the 108 lh Congress. In part because the allocation formula is 16 
years old and needs and population have changed, the issue of state -by-state 
distribution of funds is likely to be an important topic when legislation is considered. 

This report describes the formula and eligibility changes adopted by Congress 
since 1972, revealing the interplay and decisionmaking by Congress on factors to 
include in the formula. Two types of trends and institutional preferences can be 
discerned in these actions. First, there are differences over the use of need and 
population factors in the allocation formula itself. During the 1970s, the Senate 
strongly favored reliance on use of population factors in the allocation formula, while 
the House strongly advocated a needs-based approach. During the 1980s, the period 
when categorical eligibilities were restricted in order to emphasize water quality 
benefits, the Senate favored needs as the basis for grants distribution, while the 
House position generally was to retain formulas used in prior years, which 
incorporate both needs and population elements. When population has been used as 
a factor, differences have occurred over whether a current or future year population 
estimate is appropriate, but there is no clear trend on this point. 
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Second, there have been gradual increases in restrictions on types of wastewater 
treatment projects eligible for federal assistance. Beginning with a limitation that 
denied use of federal funds for stormwater sewer projects in 1977, debate over 
categorical eligibility has had two elements. One has been fiscal: a desire to not 
fund types of projects with the highest costs and often the most unreliable cost 
estimates. The other focus has been environmental: a desire to use federal resources 
to assist projects which benefit water quality protection most directly. While some 
of these eligibility restrictions presented Congress with rather straightforward 
choices, others have been more complex. Some continue to be debated, such as 
whether certain types of projects should be fully eligible for federal aid or should be 
the responsibility of state and local governments. 



Formula and Other Changes 

The following table provides a generalized summary of the components of the 
allocation formula since 1972. Details discussed below should be consulted, because 
a summary table such as this cannot fully reflect factors such as “hold harmless” or 
“minimum share” provisions frequently included in the state -by- state distribution 
scheme to protect states with small allocations or to minimize potential disruptions 
when formula changes were adopted. The term “total needs” refers to funding needs 
identified by states for all categories of projects and water quality activities eligible 
for assistance. The term “partial needs” refers to a subset of eligible project 
categories, primarily construction or upgrades to comply with the act’s minimum 
requirement that municipalities achieve secondary treatment of wastewater. 

Table 1. Needs and Population Components of 
CWA Allocation Formula 



Fiscal Year 


Total Needs 


Partial Needs 


Population 


Pre-1973 


— 


— 


100% 


1973-1974 


100% 


— 


— 


1975-1976 


50% b 


50% a 


— 


Talmadge-Nunn 
Act, P.L. 94-369 





50% a 


50% c 


1977 


25 % b 


50% a 


25 % d 


1978-1982 


25 % b 


50% a 


25 % e 


1983-1986 


12.5% b 


50% f 


37.5% e 


1987-present E 


7 


7 


7 



a. Project categories I, II, and IVB (see pages 4-5). 

b. Excluding separate stormwater sewers. 

c. 1990 population. 

d. 1975 population. 

e. Population year cannot be determined. 

f. Backlog needs only, categories I, II, IIIA, and IVB (see page 10). 

g. Precise factors included in the formula are unclear; see text for discussion. 
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Grants Allocation Before P.L. 92-500 (Pre-1973) 

Prior to enactment of the Federal Water Pollution Control Act Amendments in 
1972 (FWPCA, P.L. 92-500), the federal government administered a comparatively 
small program of aid for constructing municipal wastewater treatment plants. 1 

Under the prior program, assistance was allocated to states on the basis of 
population. There was no statutory formula. Nor was there a systematic process for 
the federal government or states to estimate and report on funding needs for sewage 
treatment. Needs surveys had been developed by the Conference of State Sanitary 
Engineers, which reported generally (but not rigorously) on estimated construction 
costs of municipal waste treatment facilities planned by communities to meet water 
quality standards or other standards or enforcement requirements. They lacked both 
consistent definitions of objectives and consistent reporting requirements. Moreover, 
these surveys tended to be based on needs of larger municipalities, so needs in small 
or rural communities were underrepresented. 

The first funding needs survey undertaken by the federal government was 
published in 1968, in response to a general requirement in the 1966 Clean Water 
Restoration Act for an annual report on “the economics of clean water,” but it was 
a considerably more modest effort than followed enactment of P.L. 92-500. These 
early documents reported state -by-state and national total needs over a given period 
of time but did not estimate or report needs for particular categories of waste 
treatment projects, such as secondary treatment. Annual surveys were published each 
year through 1974; Congress then changed the reporting requirement to biennial. 

P.L. 92-500 and the Formula for 1973-1974 

In P.L. 92-500 Congress provided the first statutory formula, governing state-by- 
state allocations in fiscal years 1973 and 1974. It was entirely needs-based and 
contained no categorical limitations. Despite weaknesses of the prior surveys, they 
were the only tool available to guide Congress when the decision was made in the 
1972 legislation to move away from a population-based distribution of grants. The 
1972 survey estimated total needs, from 1972 through 1976, to be $18.1 billion. 
Estimated construction costs for the first three years of that period were reported to 
be $14.6 billion. The rationale for changing to a needs basis for grants allocation 
despite limitations of available needs information was explained in the House Public 
Works Committee’s report on the 1972 legislation. 2 



1 The Water Pollution Control Act of 1948 (P.L. 80-845) started the trickle of federal aid 
to municipal wastewater treatment authorities that grew in subsequent years. It authorized 
loans for treatment plant construction. With each successive statute in the 1950s and 1960s, 
federal assistance to municipal treatment agencies increased. A grant program replaced the 
loan program; the amount of authorized funding went up; the percentage of total costs 
covered by federal funds was raised; and the types of project costs deemed grant-eligible 
were expanded. 

2 U.S. Congress. Senate. Committee on Public Works. A Legislative History of the Water 
Pollution Control Act Amendments of 1972. January 1973. Serial No. 93-1. 93 rd Cong., 1 st 
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